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The adwinistrative staff of the City of Worthington, Ohia

("City") hereby files its reply comments to the above captioned

proceceding. The City of Worthington, with a population of 14,867,

has had cable television service since 1976,

Numwerous complaints

from local residents regarding high rates have been lodged with the

City. The City may in the future assert its rate regulatory

authority. Therefore, the City is particularly interested in the

methodology to be utilized for basic and tier rates, puvlicies related

to regulation, and issues that affect subscriber bills,
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Reply Comments

The City of Worthington administrative statf supporis the
conments submitted to the FCC byt the National Association of
Telecommunications Officers and Advisors; National League of Cities;
United States Conference of Majorsy and the Natiounal Association of
Counties, The City staff believes that these comments reflect the
municipal povernment interest in these matters., 4 key Lo achieving
"reasonable" rates for the basic tier of cable service is finding
vhether currents rates are reasonable and if not, reducing the rate
to a "reasonable level,” Similarly, tier ratcs found to be
"unreasonable" should be reduced, Sce Section 623(c)(3), The
methodology to achieve this should take anto account the legislative
policy, As indicated in Section 2, (b) ",.. (4) where cable
television systems are not subject to effective competition, ensure
that consumer interests are protected in receipt of cable sexvice;
and (5) epsure that cable television operators do not have undue
market power vis-a-vis video programmers and consumexs." ‘This policy
would not be met if the FCC limited regulation to future iate
increases and did not reflect the bhistorical and economic factors in
an unregulated envirorment that lead to the rates in today's cable

market.

The City staff supports the use of "benchmark” rate methodology
which would not pose an undue yegulatory burden for the City and
should provide the cahle industry and investors with a reliable

mechanism for current and future plauning purposes. The principal



component of the benchmark rate stiuctuve chould be the vates chaxged
by the cable system subject to ettective competition, These systews,
which provide subscribers with a yeal choice an a coupetitive market,
provide the best means for arxiving at what is a reasonable rate iu a
corpetitive market, To re-regulate markeils, whose conmpanics eujoy
monopoly power, the best criteria would be the rates in existing
competitive markets., Thus, what is reasounable in a competitive
market would be reasouable in a noucompetitive market,

The secondary choice for a beuchamark methudolopy is a “cost
based" benchmark which would be based on noymative costs tor the
cable industry. This would achicve a j1easouvable standard since it
would limit the cable operator to cust plus a reasonable rate of
return. It is the "normative cost’” component of regulatory structure
which would lessen the administrative tasks of the City,

In Cities such as Worthington, which has a historical record of
rate increases, the FCC sbould consider adjusting such rates for
prior rates of inflativon, If a system had majar capital improvements,
this could be taken into account tinough regiowalized, normative
measures.

As with a historical component of a benchmark system, the City
supports the development of a methodology that incorporates
differences in basic cable system informaction, For example, the
number of active cable channels received by subscribers should be a
major component of what is detensiuncd to be a reasonable rate, The

City supports such factors as can be easily determined.



thice the Lencueark methodology has been 1uled upon, we assert
that a cable operator with rates above specified benchmarks should be
required to reduce basic and tier rares, Cable operators with rates
below beunchmarks rate should be subject Lo aunual piice caps so that
system subscribers, e¢ven though limited in nwwber, do not face
aytomatic, substantial increascs.

Periodic revisions of the benchaark methodology should be
conducted by the FCU Lu ensuxe that rates for basic service remain
Yeasonable and cable scrvice rales are not puruvasvnable.

Regutation vf cquipment is a partacularly importaul component
of any rate regulation scheme as r1ate burdeus can be shifted from
basic service to unbundled equipment, ‘The Cable Act of 1992 requires
that the rates for installation and equipment be based on "actual
costs." See Section 623(b)(3)(A). Such unbundling will not only
impact rates for subsciribers, but should assist in meeting the
Congressional poal of promoting compctition in subscriber technology,

A benclmark rate could be established for dinstallation and
actual costs could be utilized for cyuipment (e.g., price of
converters).,

Similarly, the cost for additiona} outlets should include the
actual cost of the equipment and installation. No charge should be
included for the basic and tiexr programming services as they do not
represent an additional cost to the operator, The City believes that
such regulation should provide a ceiling and that the operator should

be able to discount or waive installation fecs or actual cost



structiius Lus ¢qUulipnent.

Of particular councerua to the Gity stakfr 35 the ideatafication
of costs related to franchase reyulaiciculs. Seg Sectiun 623(b)(4).,
This requircmcut should be revivwed in the context of the regulatosy
structure tor basic rates., Sectivn 623(b)(c)lvir indicates that
basic rates include amounts requiicd Ltu satasfy fruuchase
requirements to suppurt PEG louk tu the Cable Act ol 1484, prior to
the 1992 amendment, fur guldaunce on the 1ssue, Seg Sectiun 622(c),

Regarding thie implewentation uf awny City rate regulatioan, the
City staff supporis a postcard certiatication process fuir granling
rate authority to City governmeants, PFroviding flexibility to citics
for the process of reviewing rates would be cousistent willi noymal
differences in operating procedures aupug citics. A nost impoxtlant
component of the process, is ensuviug a reasounable pesiod of time for
the Caly 1o yeéview reluvaul material and talie actiovn, ln such a
review, the City believes 1t 1s apcumbeat upon the cable operator to
bear the burden of demoumstratang thal theiy rale is reasuunable,
During the process, the City shouuld bhave the authority Lo sequest
information necessary to Lhe decisiun wakang piucess and Lo enfoirce a
rate decision, including oxderang rate zeductions,

For tier regulation, the Cily stalfl coucurs with FUG that the
City should be permitted to conduct an initirsl ceview of ratle
complaints. Such a review would e¢ntail application of the beuclmark
methodology to tier rales., Complaints, by a subscriber or City,

should be £filc¢d on a simple form,



Conclusivy
For the foreguing reasous, Lhe vity of Mosthingtun
adminastratave statl vespectfully asks that the Cunission:
(1) Luplement o beachmark wethuduloyy for the resgulation of
ratesj}
(2) lmplement a cost based structure for equipment and
additional outlets;
(3) Implement jremization ol franchise costs which do not
double bal) cuonsumcrs;
(4) Iwplemcut a rvegulatory structure that allovws ciltics to
obtain necessary information and provide four a reasonable
time faoamwe for action,

Respectfully submitied,
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Paul J, Fe dman
Awzistanl City Mananer

789 High Stréet
(614) 416-3100

February 10, 1993



